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EDITORIAL DEPARTMENT NOTE 


These are busy days for the cost and industrial accountant. They 
are days of increased responsibilities and of a constant flow of new 
and interesting problems. More and more, management is coming 
to depend upon the skill and training of the industrial accountant 
to suppiy the facts as to past and present performance, to estimate 
the results of anticipated future steps and to chart the way through 
the transition period brought in by the New Deal. 

To measure up to his new responsibilities pa accountant needs a 
broad en. Not only must he have a firm foundation of tech- 
nical skill in cost and general accounting, but he must also have the 
executive or administrative viewpoint toward the problems that sur- 
round him. If he has this he can make himself invaluable. Who 
better than the accountant can estimate the effect of various code 
ator os on costs of production and hence, in the long run, on 
prices? Who better than the accountant can estimate the effect of 
two alternative courses of action on costs, production and profits ? 
In short, who is better qualified to advise and consult with manage- 
ment on the many important decisions that must of necessity be 
made during the period of transition? But his maximum usefulness 
can only be achieved if he is familiar with the problems of mana; 
ment and with the management viewpoint. It is for this reason t 
} ye is presented in this issue of the Bulletin two articles on present- 

management problems. 

e author of first paper is Norris M. Perris, who is a grad- 
uate Mechanical Engineer and a former graduate student in the 
Economics and Business Science field at the University of Pennsyl- 
vania. Mr. Perris was in the Shop Engineering Department of the 
Manufacturing Division of the Aluminum Corporation until he was 
made Planning Supervisor for the Aberdeen Proving Grounds during 
the World War. He has served as Industrial Engineer for a num- 
ber of corporations, has engaged in private industrial engineering 
— and has taught Factory Management as a member of 
aculty of the Wharton School of the University of Pennsylvania. 
For the last ten years Mr. Perris has been associated with Stevenson, 
Jordan and Harrison and, as a member of the firm, now supervises 
installations in the Eastern district. He i is unusually well qualified to 
discuss “Today’s Management Problems.” 

Our second paper on “Justifying Plant Investments” by David R. 
Anderson presents a suggested method for determining the justifica- 
tion for investments in plant and equipment under codes ———- 
for the control of productive capacity. It illustrates a type o 
technique or method of analysis of value in dealing with the many 
problems of future action which the New Deal has invoked. Mr. 
Anderson is a graduate of the University of Pennsylvania. He has 
seven years’ public accounting experience with the Philadelphia office 
of Lybrand, Ross Bros. & Montgomery and served for over two 
years as treasurer and secretary of the Wilbur Suchard Chocolate 
Company, Inc., in Philadelphia. Since 1929 he has been assistant 
treasurer and ‘chief accountant of The Kendall Company whose 
general offices are in Walpole, Mass. Mr. Anderson is a ed 
public accountant under the laws of the State of Pennsylvania. In 
addition to his membership in the N. A. C. A. he is also a member 

the American Institute of Accountants. 
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TODAY’S MANAGEMENT PROBLEMS 


By Norris M. Perris, Partner, 
Stevenson, Jordan & Harrison, New York, N. Y. 


| necheepeaedg has been so engrossed in code meetings that 

it has had little time to consider the effect that N.R.A. rulings 
will have upon specific management problems within the plant. My 
object, therefore, is to emphasize the changes in manufacturing 
problems arising from the operation of the codes and to point 
out suggested procedures which management may follow in meet- 
ing these newer conditions. 

There are a great many points that might be stressed but be- 
cause of shortage of time we will limit our discussion to four or 
five major problems affecting industrial management. Most of 
these new problems come from: 

First :—The open price plan under which the majority of codi- 
fied industries will be called upon to operate. 

Second :—The labor provisions of the codes such as the imposi- 
tion of uniform minimum wage rates and uniform maximum hours. 

Third :—Other elements such as overheads, office management, 
cost procedures and bonus payments also must come up for review 
in the light of N.R.A. influences. 


The Open Price Plan 


As far as prices are concerned, the open price plan probably 
will result at best in two noteworthy tendencies. Either the 
tendency of all manufacturers to quote the same price whereby a 
few powerful factors will lead and thus determine the prices for 
the industry. Or, concerns will be in a constant price list war 
under which one enterprise will issue a list under his competitors 
which in turn will result in the other competitors doing likewise. 
An industry so disorganized as to find its price situation bungled 
in this manner will be worse off than those described above who 
work under the same price. 

In either case the price established will probably be the one set 
by the most efficient concern because of competition from kindred 
industries, and because of consumer consciousness of value. This 
price will probably be based on the lowest cost. Concerns with 
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just fair business methods working in such a regime will find it 
difficult to operate at a profit. 

When these codes really become operative, it will be a terrible 
shock to many companies upon learning that they are way out of 
line compared with the costs of their more efficient competitors. 
In the past, it was difficult to convince many managers of this 
because of the lack of available facts. When a competitor’s price 
was lower many managers would assume that the other fellow 
was operating at a loss and would let it go at that. 

From discussing the N.R.A. with a number of executives I 
find quite a common fallacy which holds that they will be able to 
pass their inefficiencies on to the consumer. A number of man- 
agers feel that even if their costs are high their competitors will 
“take them to their hearts” and raise the price level so that all 
may enjoy prosperity. 

If this were true, there would be little need for this paper 
discussing management problems. Such action is contrary to 
industrial human nature, however, and to the normal competitive 
instinct of Americans. For the purpose of discussion, let us 
assume that you are the high cost producer in any industry and 
you realize that something has to be done to cut your costs. 
Thinking along such lines at once prepares you to meet more 
intelligently a price list war should you be so unfortunate as to 
be caught in one. 


Open Prices and Material Costs 


The effect of the open price on costs will be keenly felt in all 
of the cost elements, material, labor, overhead; and in sales. We 
mention material costs first not because it is of any more impor- 
tance than any of the others, but because it can be disposed of 
quickly and accurately. 

If all of us must pay the same price for our materials under 
the open price plan we will not be able to pass on to our materials 
vendor, reductions in our own selling prices as it has been done in 
the past. 

Speculative buying in anticipation of a price rise will probably 
come back. Concerns will have to be accurate forecasters of the 
state of mind of their buying public. Accurate control of inven- 
tories will be vitally necessary as a slip either way in buying at 
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the wrong time, and in the wrong amounts, will preclude all 
thought of profits. 

There are some economies that can be readily made on material 
costs. These wastes are usually the result of a lack of understand- 
ing of desired quality. It is surprising the lack of coordination 
between the sales and producing departments on quality. There 
is no definite understanding as to what is acceptable commercial 
quality. This results in two types of waste: First, the throwing 
out of spoiled goods which have a fair commercial value ; second, 
the purchase of either too expensive raw material for the require- 
ments of the product, or the purchase of inexpensive material on 
the basis that the first cost is the only cost. 

Another source of waste in materials is a lack of concrete 
understanding between your vendor and yourself as to just what 
you want. The result is that you pay for something you do not 
get. 

The solution of these difficulties lies in the willingness to write 
detailed specifications. Many concerns feel that well-defined 
specifications are an expensive luxury. In our estimation it is 
much less expensive for some one to sit down and define, within 
technical limits, the type of material that is wanted than to pur- 
chase “by guess or by God” and without any thought of quality 
standards. When clear specifications are used, you have complete 
coordination between your vendor, your manufacturing depart- 
ment, and your sales department. Our suggestion therefore is 
that you consider this matter of specifications in material buying 
as more important than ever. é; 

Then, after defining these specifications it is important that 
you install the routine of testing a reasonable quantity of them 
in the laboratory. Those concerns which are not large enough to 
maintain chemical and physical laboratories will find in practically 
every large city a well-organized, inexpensive, commercial labo- 
ratory. 

Another step here would be to pick out a few reliable sources 
of supply. If the price is to be the same for all vendors, why 
not give your business to the man who maintains uniform quality 
and service? Work close with him. Do not be afraid to call on 
him to explain your specifications. The idea that it is wrong to 
approach your vendor is just no good. It might have been in the 
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time when the vendors were apt to increase their price if you 
were a little too friendly, but with the check that you will have 
under the open price arrangement you have no fear from this 
source. 

We would not mention this matter of specification if it were 
merely a theoretical matter. We can cite cases where highly 
technical products have been developed in laboratories of compa- 
nies without the laboratory writing definite specifications as to 
what is required. We often find that as time goes on workers 
have made changes here and there in the process in making the 
final product. The result is that the final product is some distance 
away from the standard of quality that the original sample called 
for. This is common where there is a frequent turnover of per- 
sonnel such as the case of female labor. 

If your product is a technical one, how often has your concern 
checked up the bill of materials on the blueprint? Our own ex- 
perience has been that it is worth while to check up the actual 
issues of materials with the bill of materials prescribed by the 
engineering department. You may think that you are doing this 
as a regular routine of your cost keeping, but if your experience 
has been like ours, you probably will find that because of word- 
of-mouth changes born in the shop that the materials you are 
giving your customer are more expensive than those listed on 
original requirements specified by the engineering departments. 


Manufacturing Cost 
Labor 


The uniform minimum wage rates throughout the United States 
and the uniform maximum working hours of the labor provisions 
of the code are, without doubt, going to level off costs of produc- 
tion in a number of industries. No longer will one section of 
the country have geographical advantage over another section of 
the country due to the different wage rates and different working 
conditions. 

One source of labor reduction which we hope passes into his- 
tory, is the practice of indiscriminately cutting piece rates of an 
unusually fast worker. With employees being guaranteed an 
hourly rate, it will be impossible to reduce costs through outright 
changes of piece rates. 
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The only way that labor costs can be reduced will be through 
an intelligent and accurate technical analysis of the process or 
method. What are you doing to increase the effectiveness of 
your labor? Have you studied the many equipment auxiliaries 
that are on the market and which could be designed to enable 
your workers to obtain more production and hence reduce labor 
costs? 

The coming of the codes has limited the improvement of labor 
costs to one all-important element—better performance. 

What have you done to relieve the fatigue of the worker? 

What are you doing to enable them to do the work for which 
they have been hired? 

Are you providing them with tools and equipment that are 
proven to be of the best? 

Have they been adequately instructed in the use of these tools? 

These interrogations, because of the codes, are more insistently 
facing management than ever before. 


Lack of Proper Instruction to the Worker 


Much of the opportunity for labor cost reduction lies in intelli- 
gent foremanship. 

In a number of industries the processes and equipment have 
changed radically from the day when the foreman received his 
trade training. While most foremen have attempted to keep up 
to date with new ideas on equipment, still the great preponder- 
ance of day-to-day routine prevents many a foreman from keep- 
ing up to date in the handling of production equipment. Similarly, 
the foreman’s contact with inspectors, rate setters, planning clerks, 
etc., take so much of his time that he ceases to be the authority 
on the technical process that his position calls for. 

Furthermore, the modern form of organization which tends to 
take from the foreman much of the work in shop engineering 
that he used to do in the early days, tends to handicap the fore- 
man in this direction. 

In a recent study of a medium-size corporation it was noted that 
the shop employees were practically untrained in the handling 
of modern and expensive pieces of equipment costing upward of 
$30,000. Furthermore, none of the foremen or superintendents 
had had much experience with this new equipment other than 
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word-of-mouth information received from the manufacturer. In 
plain words, there was not a real practical man on the job. The 
solution of this problem was to obtain a practical mechanic who 
was installed in the organization as a special instructor. The man 
employed was not chosen for his leadership but for his knowledge 
of the process. 

We find that moving pictures showing the various operations of 
the process is one of the best means of eliminating waste. Fore- 
men show a great deal of interest in these moving pictures and 
a great willingness to attend as many as three and four such 
evening meetings 2 week. At these meetings we throw on the 
screen the process as it is done now, stopping the projector and 
reversing it at various intervals to demonstrate some waste effort. 
This arouses the spirit of suggestion. Our own work has been 
greatly facilitated by these suggestions. Then, when we are ready 
to try out these ideas in the plant, the foreman knows what we are 
driving at and assists in the training of the employees to do the 
work a new way. 

We also take movies for the purpose of instructing new help. 
We find in seasonal industries, particularly those using female 
labor, that the season is about one-half over before the best or 
standardized method is known to the worker. As we all realize 
that there is a great turnover in female labor, this training is of 
great assistance. In this case we give the newcomers a special 
review of the picture of the process, operating it slowly and at 
the same time pointing out the motions which she will be expected 
to follow. 


Effect of the Depression on Skilled Labor 


In addition to the labor provisions of the N.R.A. we have en- 
countered a most startling fact during the last four or five months. 
While there are estimates of the number of unemployed at ten 
million, certain of our friends have been unable to fill their shops 
with labor during the recent upturn. In some localities there is 
insufficient skilled help available to meet the provisions of the 
maximum working hours. This is, of course, the outcome of 
the depression. A period of four years, with death and other 
causes removing our skilled hands, has left us in some localities 
without our usual labor market. The absence of apprentice schools 
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in the highly skilled trades during the period of the last four 
years is a contributing cause. 

Where this situation prevails it is necessary to go more and 
more to the group method of manufacture. It is probably the 
best way of spreading the skilled help available over the working 
force. Heretofore it was generally economical to have the skilled 
help do some unskilled operations. Today it is becoming more 
| and more necessary to keep skilled help at skilled work only. 

Thus we must re-arrange the process so as to use a certain amount 
of new help mixed with the skilled. 
| Never have we had so much layout work as in the last few 
months. Practically every assignment requires re-arrangement of 
the process in order to obtain a lower labor cost and to meet 
deliveries. 


Machinery and Equipment 


At this point we would like to make a prophecy. This prophecy 
is that we will probably solve this question of lower costs in the 
way we have in other depressions——and that is by the installa- 
tion of new equipment. It is our thought that we will probably 
see wonderful development in the way of designing machinery 
and a consequent lowering of unit prices. 

To substantiate my prophecy, let me call your attention to two 
recent facts. Did you notice the boom in the sales of textile 

equipment during the summer of 1933? It probably was the first 
real boom in that industry since the World War although I have 
not the facts at hand. Where did the textile industry turn for 
the solution of its problems if it was not to the textile machine 
industry ? 

Another instance is the number of machine tools sold the auto- 
mobile trade during the last six months of 1933. The automobile 
industry received permission to operate on an exception to their 
code because they could not obtain sufficient help for their usual 
peak load. They turned likewise to the machinery industry for 
solution of one of their major problems. 

Much of your equipment is not only obsolete in design and 
should be replaced, but your present equipment can be made to 
operate more efficiently through the use of jigs, fixtures, holding 
devices, etc. I have already mentioned the need for small appli- 
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ances to be added to existing equipment to bring them up to 
modern efficiency. 


Payment of Capital Goods 


If some one could work out a plan for the payment of these 
new machines so as not to cause a greater degree of unemploy- 
ment, he would contribute much to the solution of our present- 
day problems. 

In the past it has been customary to pay for new equipment by 
the lay-off of employees. In other words, equipment has always 
been sold on the basis of how many people it would replace. This 
has led to the much discussed technological unemployment. Many 
books have been written on this subject and we hesitate to attempt 
to add anything to the subject. 

If capital could see its way clear to assume the payments for 
this equipment until such time as the sales market is able to 
absorb this increased output through lower prices, this would 
overcome the matter of unemployment, and machinery and equip- 
ment would take its proper position in bringing about recovery. 


General Overhead 


General overhead under N.R.A. influences can be discussed 
under two major topics: 
A. The salaries and compensation of minor and major execu- 
tives. 
B. The expenses of operating the administrative and sales office 


routine, 


Salaries vs. Bonus 


The recent upturn in business has placed squarely before most 
companies the need for raising salaries. The cuts given execu- 
tives have reduced their state of living far below what the com- 
pany would like to have them maintain. Every executive realizes 
that salary cutting during the depression was demoralizing. 

To overcome this, there is a real desire to reward faithful em- 
ployees in some way. If the company gives them a raise in salary, 
however, and we should have a financial setback, the management 
stands a chance of being censored by the stockholders. On the 
other hand, the recent upturn has caught most industries short- 
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handed and the extra work has fallen in the laps of those who 

took the brunt of the financial depression. 

We believe that it is better to leave salaries at the present 
level and to pay instead of salary increases, keyman bonuses to 
all minor and major executives. Then, if results are obtained, you 
are only obligated to pay the bonus. If the upturn continues 

without a setback, you will be rewarding your associates pro- 

portionately. | 
| 
| 
| 


On the other hand, should we have a setback in the latter part 
of 1934 or during 1935, you will not have the financial problem 
of carrying a high overhead cost through the setback. Similarly, 
you will not have the demoralizing effect of a salary cut on top of 
a recent advance. No one accurately knows what the future holds. 
A bonus will enable you to handle this uncertainty with a minimum 
of risk. Furthermore, through the use of bonuses you are in posi- 
tion to keep your fixed cost low which is essential under the open 
price operation of many codes. It also results in a profit at a fairly 
low level of sales. 


General Overhead Expense 
Office 

Those of you in charge of offices will be “between two fires.” 
On one hand you will be pressed hard for reduction of office costs. 
On the other hand, you will be required to keep constantly available 
statistics for your trade association. 

My general remarks which are to follow on office routines are 
designed to enable you to accomplish both of these objects. Trade 
association statistics should be a natural by-product of your usual 
sales and accounting statistics. Without extra effort on your part 
you should be able to readily compile this information without in- 
crease in cost. 

Your office personnel and methods no doubt have been cut to the 
very minimum during the depression. You controllers and 
cost accountants should help your management in continuing to 
keep this item of office overhead at a minimum. On the other hand, 
I can hear you say that our code requires this or that group of 
statistics. One minute your employer will be calling for some new 
information that he requires for his trade association, and the next 
minute wanting to know why you hired this or that person. I can 
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understand both sides of this picture. On the other hand, there 
is much to be done in the reduction of office costs. While the last 
word in productive efficiency has not been reached in shops, 30 
years’ intensive study have seen some remarkable developments. 
This is not true either of office costs or of distribution costs. 

The decade after the World War resulted in a development in 
the use of records and other office routines. Whether it is good 
or not in your particular case, depends entirely on its usefulness. 
If it enables somebody to make a “money-making decision” it is 
worth while ; otherwise, it is not. 

Many office routines are altogether too cumbersome for their 
purpose. I shall call your attention to a few routines that are done 
today which might be simplified. 

There is little need for many of the special analyses that are 
made in many organizations. If you have efficiency charts on 
labor, a budget check-up of expense, yield record, and a cost of 
sales analysis by major lines, in general you probably have all the 
analyses that the keymen of an organization will want. 

In deciding what statistics to give executives you are governed 
more by the background of the executive who is going to read 
them than anything else. You have to bear in mind that the ma- 
jority of executives are not figure-minded, and too many figures 
are a burden. Another good rule to follow is that no analysis 
should be made unless it is going to lead to a definite decision to 
do some tangible thing. This may sound as an obvious fact but 
many cases can be cited where line executives receive so much in 
the way of special analyses that they have no time to do any think- 
ing on their own work. I know of one organization in particular 
where there are five expensive people, making out special analyses 
and memorandums on costs and sending them to line executives 
who do nothing about it. 

Something as chronic as this continuous analysis, is the idea of 
typing departmental correspondence. There is altogether too much 
typing in the average office. I revolt against the spirit of the inter- 
department letter which is frankly a desire on the part of one 
person in an organization to pin something on the other. 

Another source of office waste is the permanent record. The 
general attitude is that this and that record is necessary because 
of the possibility of a law suit. When you realize how rarely this 
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comes up and how efficiently the original sources of information can 
be adequately used, there is little reason for copying them on per- 
manent records. 


Cost Accounting 


f 
If you have a true set-up of standard costs there is no need 
for much of the work that is done on budgets. I have reference 
to the usual budget meetings where the various executives gather | 
about the table to make up a budget for the ensuing period. Please a 
excuse me if I appear a bit critical on usual budget procedure. | 
Most budgets that I have reviewed are the result of a general 
“guessing contest” coupled with some expert compromises domi- 
nated by the most political-minded elements of the organization. 
You would not call in a group of workers and have them review | 
some past performance figures and set a standard of output by a 
general discussion between several workers, particularly when only 
one worker of that department is involved in the discussion. Yet, | 
that is precisely the way a great many budgets are set. A general 
conference is held wherein the sales manager comments on the 
production budget, and the works manager discusses with little 
concrete information the amount of money spent by the sales de- 
partment. 
A budget to be a real budget should be set on careful standards 
of every element of cost. Then, if you have that, you have a stand- 
ard cost system, and frankly, if you do not you have not a standard 
cost system. Many that pass for standard costs are arbitrary esti- 
mates and in our estimation these are worse than no costs at all 
because there is no background of exact data to back up these arbi- 
trary estimates. Then, in a discussion of variations in costs there 
is nothing to back up the assertions of the cost accountant, and 
thus his work is in vain. 


Uniform Cost Plan 


The codes have called for a uniform cost plan in most cases with 
the stipulation in general, “not to sell below the cost of produc- 
tion.” There is a great deal of dynamite in those words if they 
were to be taken literally. Our suggestion to you is, as the con- 
trollers and cost accountants of your company, that you intensively 
study any uniform cost plan that is suggested to you. Make a par- 
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ticular note of anything that is said there about normal volume, 
distribution of general factory, handling of any engineering or 
creative design, etc. 

We can sum up our thoughts here by saying that be very careful 
before you approve a uniform cost accounting code that it does not 
“price you out of your market.” 


Office Equipment 

We probably should not leave this matter of office costs without 
a word or two about office equipment. Without exception the 
manufacturers of office equipment have done a remarkably fine 
piece of work. Where office equipment falls down is in its lack 
of proper utilization. This is because the routine of operating the 
office is not effectively tied up to the equipment. 

We know of one case where a fine installation of office equip- 
ment was permitted to stand around idle because no one had given 
intensive study to a proper way of getting up list prices, so that 
this equipment would receive valuable use. If you are merely go- 
ing to have the equipment around at the general discretion of vari- 
ous members of the office force, the chances are that much of the 
valuable investment in office equipment is worse than useless. 


Sales 


Probably the greatest influence of the open price code will be on 
the operation of the sales force. The drive for volume at any price 
is probably over, as far as the open price codes are concerned. 

Any expansion that you might be able to obtain at the expense 
of your fellow competitor will be on the basis of better quality of 
product and a higher class of salesmanship. We will discuss the 
matter of better salesmanship a little later on. 


New Products 


Let us first discuss the place that new products are going to 
play in the development of sales. There will be a greater field for 
the concern that is willing to develop their business through new 
and up-to-date products. 

Many codes have specifically given protection on designs. You 
do not know how important this part of the code is, if it can be 
properly policed. We have always felt that it was decidedly unfair 
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for one concern to appropriate certain designs in new products of 
their competitors and sell them at a lower price because they never 
spent any money in developing the original design. Otherwise, 
honest, church-going, business men who would hesitate to steal a 
penny, would not hesitate to lift a design from their competitor. 
The code holds out much future for that intelligent, fearless 
pioneer which every industry knows. In the future “letting George 
do it” is going to help George rather than his competitors, as we 
are sorry to say has been the case in the past. 


Intelligent Selling 


The codes will probably sound the death knell of the high pres- 
sure, sharp tactics form of salesman. His end started over 15 
years ago and was about completed during the depression. 

While the personal touch in salesmanship will always be with 
us, the intensive drive for profits will make it imperative that the 
business go to the salesmen who can help us with our own manu- 
facturing and selling problems. The technical type of salesman 
who has made a most intensive study of his product, will come 
more and more to the front. Buyers will want to use the vendor’s 
salesman as a reliable source of sound facts. Concerns which have 
not bothered to give their salesmen this intensive training in the 
use of their products, had better do so. 

For a number of years we have discussed the matter of distri- 
bution costs and usually attempted to solve it by making a drive 
for volume. Now, with selling being on an entirely different plane, 
the solution of this problem of lower distribution costs and higher 
profits will probably come from a better selection of the potential 
market. 

It will be the part of every sales manager to intelligently select 
his market on the assumption that he has a limited volume at his 
disposal. This is more of an advantage than one realizes. With 
a reasonable known volume to be secured, the sales manager can 
arrange the coverage of the territories most effectively. He should 
attempt to do business with the types of concerns which fit in 
nicely with the policies on quality and service that he is prepared to 
give. 

Similarly, the salesman should adjust himself to a type of sales 
presentation which will fit the particular section of the market that 
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he is canvassing. He will have the time to become more intimately 
acquainted with his customer’s requirements. He should be a great 
advantage to both his customer and to his own concern, in the 
transmitting of correct information so as to eliminate much of the 
waste which finds its way into that very prominent account “less 
returns and allowances.” 

This is not an abstract idea by any means. Review of several 
companies during the depression period has led us to make the 
rather rash statement that many concerns fail due to the fact that 
their salesmen are not thoroughly trained in the art or process in 
which their products are made. Let me cite one case to illustrate. 
A printing or lithographic salesman should thoroughly understand 
the psychology of color. Considerable money has been expended 
to demonstrate the sales appeal of various colors and their arrange- 
ment. Much advertising is wasted through this lack of understand- 
ing of the printer’s art by the salesman selling it. 

Our mention of the printer is just one of many trades. We can 
cite examples in the machine tool business, in the electrical field, 
as well as in such non-technical fields as food, etc. In the latter 
the inability of the company through its salesmen to emphasize 
attractiveness of the package as a customer appeal, is a general 
failing. 

Finance 

Before summarizing, may we just take a minute to make a state- 
ment on the matter of dividends. To date there has not been a con- 
certed action on the part of stockholders to demand that something 
be done for them. A number of concerns, however, are showing 
substantial profits at reasonably low levels of sales. 

We should not lose sight, however, of the fact that such a de- 
mand for dividends might arise at an inconvenient time. In the 
mind of every executive, therefore, should be the thought as to the 
best way of splitting the benefits of the upturn in business between 
stockholders and employees, both of whom have suffered tremen- 
dously during the last few years. 


Summary 
We believe implicitly in the N.R.A, and its various codes, 
whether operating under the open price or any other plan. 
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We are sincere in saying this because those of us in the man- 
agement engineering profession have deplored for years the ability 
of individuals to prosper through no contribution of their own, but 
due to the intelligent and concentrated effort of their competitors 
who have given unstintingly of their money and their time in de- 
veloping the industry to the point of where it is today. 

We hope that the codes will put an end to that type of competi- 
tor who has never pioneered or attempted to develop an art or 
industry, but has lived as a parasite, politely appropriating that 
business which is the result of another man’s brains and effort. 

We hope it is the end of the type of business man who has re- 
sorted to unfair labor methods to reduce his costs. We hope it is 
the end of the business man who is unfair in the dealings he has 
with his vendors. We hope it is the end of the business man whose 
product is misrepresented and unreliable. 

We feel, however, that it is going to reward that courageous in- 
dividual who stands for advancement in science, advancement in 
his relationships with his employees, and with those serving him 
with materials. Business can and should be a happy relationship 
leading to the highest human welfare. The measure of success of 
any company should be its contribution to the welfare of its com- 
munity. 
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JUSTIFYING PLANT INVESTMENTS 


By David R. Anderson, Chief Accountant, 
The Kendall Company, Walpole, Mass. 


N OR about October 2, 1933, the proprietors of every manu- 
facturing enterprise in the United States classified as a unit 
of the cotton textile industry were notified that under the law of 
the land they were no longer at liberty to follow their own pleas- 
ure and their own business judgment in installing additional pro- 
ductive machinery in their plants. An amendment to the cotton 
textile code, suggested by the industry itself and approved by the 
Administrator of the National Recovery Administration on that 
day, requires that every such enterprise shall : 


(1) register with the code authority a certified inventory 
of its productive machinery in place on October 1, 1933, 
(2) report to the code authority monthly any installation 
of additional productive machinery, new or secondhand, and 
(3) secure permission from the National Recovery Ad- 
ministration, through the code authority, before installing any 
additional productive machinery, except for replacement and 
balancing of operation of existing machinery. 
The amendment also provides for examination by the code author- 
ity of the circumstances of and reasons for any such proposed in- 
stallation, and for recommendations by the code authority to the 
Administrator as to the granting or refusing of the application. 
Even in this era of rapid evolution in economic thought and 
practice, this development is unusual enough to warrant more than 
passing consideration of its significance and implications. It is 
clear that the industry, in accepting this drastic restriction, has 
recognized, in a definite and practical way, that adding to a produc- 
tive capacity which is already far in excess of any reasonably vis- 
ible market is unhealthy for the industry as a whole, and that what 
is unhealthy for the industry is, ultimately, unhealthy for all its 
members. It is not surprising to find the cotton textile industry 
taking the lead in this respect when one remembers that textile 
mills have been battling with the problems of depression since long 
before the general debacle of 1929. Excess capacity, while not the 
sole cause of the shrinking profits of the industry over a long 
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period of years, is beyond doubt one of the major basic causes, and 
in placing this check on further expansion the industry is acting 
purely in self-interest—in fact, it can truthfully be said, in self- 
preservation. But it is certain that this step would not be sup- 
ported by law if its only justification lay in the preservation of the 
profits and equities of a limited group of owners. The law and 
public opinion support this kind of action only because the people, 
rightly or wrongly, have come to believe that the free play of un- 
restricted competition, as so perfectly exemplified in the history 
of the cotton textile industry since the World War, does not, in the 
long run, react to the advantage of the wage-earner or the con- 
sumer, any more than to the advantage of the owner. Without at- 
tempting here to analyze the soundness of that belief, we can accept 
the probability that control of productive capacity, either by direct 
action, as in this case, or indirectly through more careful regula- 
tion, public or private, of the extension of credit, is definitely “on 
the cards” for the immediate future, and, unless there is a sharp 
reversal of present trends, may eventually become a permanent 
feature of our national economy. 

It is not necessary, in accepting the reality of this development, 
to assume that we are about to settle down to a prolonged era of 
stagnation at our present level of mechanical efficiency, and that 
technical progress and improvement in the arts of manufacture 
are to be halted or discouraged. It is natural, in times like these, 
that the emphasis should be on better distribution of the fruits of 
progress already made, but as this better distribution is achieved, 
the way should naturally tend to open for further technological 
advances, and there is nothing in the philosophy of the New Deal 
that indicates an intention to block this natural tendency. Perhaps 
the pace of progress may be slowed, to permit of its assimilation 
without dislocating the economic system, but if so the results, while 
less spectacular, may be more healthful in the long run. 

We may expect, however, that as control of productive capacity 
is established and extended it will tend to be applied to prevent 
expansion or replacement of existing equipment except where eco- 
nomically justified. The most practical test of economic justifica- 
tion, under our present order, is profitableness; at least, if it can 
be demonstrated with reasonable certainty that a proposed invest- 
ment will over a period of time yield a fair profit, there is a strong 


1037 


| 
if 

A 


> 


N. A. C. A. Bulletin May 1, 1934 


presumption that it is economically sound. What we are really 
saying, therefore, is that before making heavy expenditures for 
plant and equipment the business man will have to estimate care- 
fully and intelligently the profit he expects to make on his invest- 
ment. We have already learned during the depression to discount 
many factors which have at times in the past played a large part in 
the making of such investments, and to apply more realistic tests. 
Sales enthusiasm, the natural desire for expansion and a more or 
less indiscriminate belief in salvation through labor-saving ma- 
chinery have become less and less acceptable as substitutes for an 
intelligent study of the profit possibilities of each proposed invest- 
ment, and we can expect this to be increasingly true in the future. 
Such a study of profit possibilities cannot from its very nature be 
entirely factual, and in many cases the element of judgment will 
largely predominate, but in all cases both fact and judgment can 
and should be expressed in terms of figures, clearly set forth and 
interpreted. In the preparation of such a statement the controller 
or the accountant, whatever his title may be, can render a major 
service, and it is the purpose of this paper to suggest in outline 
the main points which a statement of this kind should cover and to 
summarize, with illustrations, the principles underlying the factual 
computations which will ordinarily be included. 


Replacement 


The simplest problem is that of the replacement of existing ma- 
chinery with improved equipment for the purpose of securing a 
lower manufacturing cost by savings in labor, power, or other 
direct expenditures, without any increase in total salable output. 
The information required to pass intelligently on a proposed in- 
stallation of this kind may be summarized as follows: 

1. Cost of new equipment, including invoice cost of 
machine, freight, and installation costs. 

2. Cost of removal of equipment replaced, and cost of 
rearrangement and revamping of building, power trans- 
mission, piping, and other service facilities, made neces- 
sary by installation of new equipment. 

3. Amount to be realized from sale of equipment 
replaced. 
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4. A detailed manufacturing cost statement, showing 
the dollars of annual expenditure for each element of cost, 
the annual production and the total unit costs, both before 
and after the proposed installation. 


Although the accountant will rarely be able to certify personally 
| to the accuracy of all these data, he will usually be in a position, 
because of his familiarity with factory operations and costs, to 
form an opinion as to their reliability. If possible he should as- 
| sume the responsibility for carefully scrutinizing the figures sub- 
mitted, particularly the estimates of savings in direct expenses, 
and discussing them with the persons responsible for their prep- 
aration, to be sure that everyone participating in the estimates has 
a clear conception of the whole project and has given due consid- 
eration to all angles of the problem. Naturally the extent of the 
accountant’s investigation of these basic data will be determined by 
the organization of responsibilities in his particular company, but 
if the responsibility for the presentation of the complete picture is 
in his hands, he is the natural person to act as coordinator of all 
work on the problem. 


For convenience in discussion, let us call the sum of items 1. 
and 2. less item 3. in the tabulation of required information above 
the “investment,” and let us call the saving in total annual direct 
expenditures (i.e., all expenses except depreciation and interest), 
as shown in the manufacturing cost statement, the “annual out- 
of-pocket gain.” It will be noted that the “investment” as 
here defined includes both items which are usually c-pitalized on 
the books and items which, in conservative accounting at least, are 
charged to expense; it is in fact, the net cash outlay rather than 
the capitalized cost of the new equipment. Now, to follow through 
a simple illustration of a problem of this kind, let us assume a pro- 
posed installation of equipment with a total cost, including freight 
and installation, of $60,000, replacing equipment which some years 
before cost a like amount and is still in good running order, but, 
due to the greater efficiency of the new equipment, now has a re- 
sale value of only $5,000. The cost of removing the old equipment 
and revamping the machine service facilities will be $15,000, of 
which $5,000 is considered a part of the installation cost and is 
included in the $60,000 to be capitalized, while the remaining 
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$10,000 is to be charged to expense. The manufacturing cost tabu- 
lation shows a substantial reduction in labor cost and total cost, as 


follows: 


After New 
Present Installation 
Annual Expenses 
Supplies, Repairs and Power.... 4,000 3,500 
Taxes, Insurance and 
Miscellaneous ............- goo goo 
Total before Depreciation and 
$17,400 $ 7,400 
Depreciation (10% on $60,000).. 6,000 6,000 
Interest (6% on $60,000)....... 3,600 3,600 
Annual Production—units ........ 500,000 500,000 


The annual saving of $10,000 and the reduction of 37% in unit 
cost are impressive, and superficially would seem to warrant the 
$60,000 investment in the new equipment. But a consideration of 
the effect of the purchase on profits gives a somewhat different 
picture. The present equipment is already the property of the 
company and any value remaining on the books must ultimately 
be charged against earnings, either by a direct write-off if the 
equipment is sold or scrapped, or through annual depreciation 
charges, if it is continued in use. The purchase of the new equip- 
ment, therefore, will increase the total charges against earnings 
over a period of years by the amount of the depreciation and in- 
terest on the new equipment, and will not relieve the earnings ac- 
count of any charges on the old equipment, except to the amount 
of its resale value. From this it follows that, for a machinery 
replacement to show a profit the savings in direct expenses (i.e., 
expenses before interest and depreciation) must more than cover 
the entire depreciation and interest on the cost of the new instal- 
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lation, and that the fixed charges on the old equipment do not 
enter into the calculation. The following calculation presents the 
true picture: 

To determine the average annual net gain on the proposed in- 
stallation, deduct from the “annual out-of-pocket gain,” as defined 
above: 


1. Annual depreciation on the total “investment,” as 
defined above, at the standard depreciation rate for the 
new equipment, and 

2. Annual interest at 6% on one-half the amount of the 
total “investment” (one-half of the gross investment be- 
ing the average investment over its useful life). 


Following this formula in the illustration given we have the fol- 
lowing computation : 


Investment : 

Cost of new equipment, including installation....... $60,000 
Revamping expenses and removal of old equipment.. 10,000 
70,000 
Less—resale value of old equipment............ 5,000 
$65,000 
Annual out-of-pocket gain ($17,400 less $7,400)..... 10,000 

Less: depreciation on “investment,” at 10% $6,500 

interest at 6% on one-half of “invest- 

wanes 1,950 8450 


The true annual gain in profits of $1,550 compares with the 
$10,000 gain shown by the manufacturing cost computation, and 
puts a different aspect on the proposed investment. With the un- 
certainties usually attendant on the realization of estimated sav- 
ings in proposals of this nature and the possibilities of further 
development in the art or discontinuance of the particular product 
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made on this machine, the management may well decide to con- 
tinue with the present equipment. But what about the manufactur- 
ing cost? Can we continue to charge the sales department .054 
per unit, when new competition can manufacture at .034, and 
expect sales to be maintained at the usual margins? If we 
analyze the facts we see that what has happened is that the com- 
pany has, because of progress in the art of manufacture, suffered 
an obsolescence loss equal to the entire value of its old equipment, 
and that if costs are to be computed on a competitive basis the ac- 
counts must be adjusted to reflect this fact. If the book value of 
the old equipment be charged off, thus recording the loss actually 
incurred and eliminating depreciation and interest charges on 
equipment which no longer has a real value in use, we will have a 
true current cost which will be closely in line with the cost obtain- 
able with the new equipment. 


Additional Manufacturing 


A variation of the above problem occurs when the proposed in- 
stallation of equipment is not a replacement, but is for the purpose 
of manufacturing some semi-finished material formerly purchased 
from outside vendors. The “annual out-of-pocket gain” in this 
case is the difference between (a) the estimated annual cost of 
the raw material if purchased outside and (b) the estimated an- 
nual out-of-pocket cost if manufactured, including raw material 
cost plus all manufacturing expenses except depreciation and in- 
terest. From this “annual out-of-pocket gain” depreciation and 
interest on the “investment,” computed as in the preceding illus- 
tration, must be deducted to arrive at the net annual gain. This 
case is somewhat simpler in one respect since there is no factor 
of fixed charges on old equipment to confuse the issue, but it is 
more complex in that it involves estimating material cost and 
vendors’ profit margins, as well as manufacturing costs, on a prod- 
uct which may be outside the range of the company’s direct experi- 
ence. Presumably a proposal of this nature will not be considered 
unless some experimental work has been done giving a basis for 
material and manufacturing cost estimates, and if a significant 
investment is required, amounting to a major expansion of the 
company’s manufacturing processes, such experiments will pref- 
erably be on a factory scale rather than mere laboratory tests. If 
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the computation shows a large gain on the installation, amounting 
to more than a normal return on the investment, there are obviously 
only two possible explanations—either the estimated costs are 
lower than the outside vendor’s costs, or the vendor’s profit mar- 
gins are unduly long. In the absence of a known advantage due 
to improved processes or greater efficiency, the conservative course 
is to be skeptical of an estimated manufacturing cost lower than 
that of a vendor who may be expected to have greater experience 
on the particular product. Investigation may show that the esti- 
mated cost of material purchased from the vendor is based on 
prices and margins prevailing under unusually favorable condi- 
tions, and that the average margin between the vendor’s selling 
price and the raw material cost over a period of time has been 
much lower than assumed in the computation. Or, if the vendor 
has succeeded in maintaining high margins an intimation to him 
of an intention to manufacture the material may be effective in 
securing a reduction in the purchase price. All of these angles 
need to be carefully considered before reaching a conclusion that 
a proposed installation of this kind will actually be profitable. 


Increase in Salable Output 


A still more difficult problem is presented when a proposed plant 
addition or replacement involves an increase in saleable output. 
In such a case it is necessary, in estimating the effect of the pro- 
posed installation on earnings, to consider how the increased out- 
put is to be disposed of and to estimate the sales income which 
will be derived therefrom and the additional distribution costs 
which will be incurred. Situations frequently occur in which 
it is possible to effect a saving in unit factory cost by increas- 
ing the output without a proportionate increase in total manufac- 
turing expenses, but such a “saving” will be actually realized only 
if there is a market to absorb the additional output at a price 
which will yield a profit. The best demonstration of the ex- 
istence of such a market is, of course, the slow and steady growth 
of the sales of the product over a period of time, and where the 
additional capacity is for the purpose of keeping pace with such 
a growth the risks of expansion are minimized. But if the in- 
crease in business is expected to result from reduced selling prices 
which are to be made possible by the lower manufacturing costs, 
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the problem is full of pitfalls and requires thorough market an- 
alysis and expert market judgment. Market analysis is not a part 
of the accountant’s responsibilities, and the subject is beyond the 
scope of this paper, but it is certainly the accountant’s duty to 
stress the possible effect of the proposed increase in output on the 
market and on the competitive situation as a factor in estimating 
the degree of risk involved in the proposed investment. He can 
also emphasize in his presentation the extent to which market 
judgment is involved, and cite the authority for the various esti- 
mates on which the computation of expected profits is based. The 
form of the computation itself will vary with the type and com- 
plexity of the problem, but the factors to be included may be 
summarized as follows: 


1. Details of the required “investment,” and a compara- 
tive statement of manufacturing costs, corresponding to items 
I., 2., 3. and 4. in the preceding illustration. 

2. A statement of the estimated unit margin available for 
manufacturing expenses and profit, i.e., the difference be- 
tween estimated selling price and estimated raw material 
cost. In making this estimate it is necessary to consider 
not only current actual margins, but also the history of com- 
petitive margins over a period of time, and to weigh any 
evidence of new factors, such, for example, as the limitation 
of operation of productive machinery under the N.R.A., 
which may have a bearing on future market conditions. 

3. A statement of the additional selling and administrative 
expenses which it is estimated will be necessary to dispose 
of the increased output. 

4. A computation of the estimated annual out-of-pocket 
gain and average annual net gain, on the basis of these data. 
The following comparatively simple problem of this type will 
illustrate the principles of this computation : 


Cost of new equipment, including freight and installation $100,000 
Cost of removal of equipment replaced, rearrangement 


and revamping, etc., to be charged to expense...... 15,000 
Amount to be realized from sale of equipment replaced. . 5,000 
“Investment” (by 110,000 
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Statement of Manufacturing Costs 
Present Proposed 
Annual Expenses Dollars PerLb. Dollars Per Lb. 
$120,000 .0600 $135,000 .0540 
Supplies, Repairs, Power 80,000 .0400 95,000 .0380 
Taxes, Insurance and 
Miscellaneous ....... 20,000 .O100 20,000 .0080 
Total Before Depreci- 
ation and Interest.. 220,000 .I1100 250,000 .1000 
Depreciation .......... 40,000 .0200 45,000 .0180 
30,000 .O150 33,000 .0132 
$290,000 .1450 $328,000 .1312 
2,000,000 Ib 2,500,000 Ib. 
Estimated Manufacturing Margin: 


Proposed (allowing for reduction of 14¢ in selling price) 


Estimated Additional Selling and Administrative Expenses : 


.1450 


Branch Office Sales Expense..............++ 2,000 
Billing and Miscellaneous Administrative... ... 1,500 
$8,500 
Annual Out-of-Pocket Gain : — 
Gross Income Less Raw Material Cost: 
Present 2,000,000 Ib. @ .1500......... $300,000 
Proposed 2,500,000 @ .1450.......... 362,500 
$62,500 
Less: Increase in Manufacturing Expenses 
Before Depreciation and Interest 
Increase in Selling and Administra- 
38,500 
Annual Out-of-Pocket Gain $24,000 
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Average Annual Net Gain: 
Annual Out-of-Pocket Gain, (as above)............ $24,000 
Less: Depreciation on “Investment,” at 10% $ 11,000 
Interest at 6% on Average Invest- 
ment (equal to one-half of gross 


Average Annual Net Gain .........ceeeeeeecesecees $ 9,700 


A very effective figure for making clear the relation of savings 
to investment in any of the above problems is the “time required 
to pay out.” In the two illustrations given above this figure is 
computed as follows: 


First Case: 
Annual Out-of-Pocket Gain $10,000 
Less: Interest at 6% on Average “Investment”... 1,950 
Average Annual Return of Principal .............. $ 8,050 
Investment 65,000 


= 8.1 years, time 
Average Annual Return of Principal 8,050 required to pay 
out, with inter- 
est at 6% 
Second Case: 


Annual Out-of-Pocket Gain. $24,000 
Less: Interest at 6% on Average “Investment”. os 3,300 


Average Annual Return of Principal ............ $20,700 


Investment 110,000 
= 5.3 years, time 
Average Annual Return of Principal 20,700 required to pay 
out, with inter- 
est at 6% 


Conclusion 


In conclusion, it should be emphasized that in problems of this 
kind figures and calculations can never tell the whole story and in 
many cases may not be the determining factor in a decision. An 
investment which shows a loss after the 6% interest charge may 
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be desirable for the purpose of improving or controlling the qual- 
ity of the product. Sometimes the possible savings on a new type 
of equipment may not be susceptible of proof except by actual 
trial on a large scale, and the concern which is too cautious may 
find itself left behind in the march of progress. Furthermore, the 
company’s financial position will largely determine the degree of 
risk it can safely assume, and the availability of funds and actual 
interest costs will often influence the decision, particularly in 
border-line cases. Nevertheless, the fact remains that an intelli- 
gent decision cannot be made in any case without a clear picture 
of the probable effect of the investment on earnings, and the pres- 
entation of this picture is an important duty of the accounting 
officer. 
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OUR OPEN FORUM 


Gentlemen : 

The article in Vol. XV, No. 14, March 15, 1934, issue of the N. A.C. A. 
Bulletin, entitled, “The Flexible Budget and Standard Costs in a Business 
of Moderate Size,” was very interesting to me. I had been working on an 
idea of that nature in a business which certainly comes under the classifica- 
tion of “moderate size.” : ii 

Mr. Chubbuck’s article gave me some good ideas and I believe it will 
develop in others the idea of trying a flexible or sliding budget in companies 
in which monthly sales are irregular and difficult to forecast. 

I would like to note some additional ideas which may interest the author 
of the published article and other members who are “budget-minded.” 

Other Income: It so happens in our business that Non-Operating or 
Other Income runs from 10% to 25% of Operating Income and is therefore 
an important factor. It is commonly argued that any sources of income 
which might be classified as Non-Operating are so irregular and so inde- 

dent in nature that they have no relationship to the operations of the 
te mn and therefore are meaningless and confusing on budgets and charts 
of operations. However, in industries in which raw material is a large 
factor in the costs and in which trade customs allow 1% and 2% cash dis- 
counts, the income from Discounts on Purchases should be included in a 
budget. An analysis of that account should show a fairly steady relationship 
between net discounts and purchases of raw materials. Such a rate can be 
applied to the raw material costs determined in the budget. 

Sales of junk, empty containers, and salvaged material are a fairly regu- 
lar source of income and increase in almost direct ratio to sales. In the 
baking business sales are almost og my with production as practicall 
everything is baked on daily orders from salesmen and agents and ea 
day’s production is delivered within 24 hours. Therefore increases in sales 
and production mean more empty containers, etc., which are sold weekly. 

Following out these ideas, other accounts in the Non-Operating group, 
such as Rents, Interest Earned, Profit on Sales of Capital Assets, etc., can 
be estimated and included in the budget, made on a sliding scale of sales 
or otherwise. 

Graphic Charts: The best use can be made of the flexible budget if it is 
charted graphically, and then results of each accounting period added to the 
chart. A ae chart using ima A figures is enclosed. This chart 
shows gross sales per period from $50, to $140,000 on the vertical lines 
from left to right. The horizontal lines are scaled for profit up to $10,000 
from a base line of zero, or the “break-even” point. Below this line, the 
scale provides for losses down as far as the most pessimistic desire. 

The various amounts of Operating Income as determined by the me 
are charted on various sales amounts. These points are joined with a solid 
line showing the estimated profit for oy eee amount between the 
amounts actually budgeted and plotted. et Income, including Other In- 
come should be plotted and the points joined with a broken or dotted line. 
This indicates at a glance that the higher line is more of an estimate than 
the Operating Profit line. Peculiarly, however, it has been actually closer 
to the budget than Operating Profit, in our experience. 

If a 5% profit line or any other suitable percentage of possible expected 
profits is shown, it becomes easy to see what volume is necessary to earn 
various percentages of profit. 
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The sample chart shows, like many will in practice, steadily increasing 
profit as volume increases, but in addition a oe curving upward of the 
line. This, of course, is due to the increased volume decreasing the impor- 
tance of fixed overhead and a larger gross income being realized. The line 
of Other Income does not parallel the other but bends away from it, as the 
increased volume increases such accounts as Discounts on Purchases and 
Sales of Junk. The “break-even” point for operations is clearly shown in 
such a manner that even the least figure minded Sales Manager can grasp 
the significance. 

Each period’s results are plotted with vertical lines on the exact line of 
the actual sales. This shows at 2 glance the amount under or over the 
budget. The lines representing the periods are numbered or dated as pend 
do not run consecutively from left to right unless it should happen that 
period’s sales exceeded the previous. In the sample chart the fourth period 
is shown exceeding the fifth in sales, but showing less profit. However, 
the fourth almost reached the budget lines while the fifth exceeded them. 
Such result would call for an analysis and comparison of the figures for 
the periods and the budgets. If the variance were due to one main factor 
or transaction, it might noted on the chart. For example our chart for 
1933 showed that the eighth period dropped far below the expected profit, 
although sales stayed up. It was the period in which N. R. A. wage increases 
took effect and material costs raised faster than we could adjust the selling 
prices on our goods. 

An accountant can interpret figures directly but can do better and faster 
with the use of charts. There is the most important added advantage that 
figures and facts can be presented better to executives, by graphic methods. 

Yours for better budgets, 
RAEFORD BAILEY, 


Chief Accountant, Mother’s Cake & Cookie Co. 
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BULLETINS PUBLISHED SINCE AUGUST, 1933 


Distri ation Cost Analysis and Its Influence on Pricing 
olicy 

Allocation of Distribution Expenses by Classes of 
Product by Use of Standard Rates 

Some Controversial Phases of Standard Costs 

The Cost Accountant as the Key Man in Shaping Policies 

Production Control as a Remedy for the Depression 

Statistical Costs and Accounting Costs 

Cost or Market, Whichever Is Lower 

Accounting for Material Use and Control 

Utilitization 

Revenue Accounting by Machine in a Large Cooperative 
Apartment 

The Cost of Operating Real Estate 

Progress of the National Recovery Administration 

Printing Cost for Price Setting 

Costs and Commercial A 

Standard Costs for Machine Shops and Malleable 
Foundries 

Brass Foundry Accounting 

Presidential Address 

Essential Elements of Cost for Uniform Accounting 
Under the N. 

Cost "<7 aie for Distillers of Alcohol, Gin and 


Standard Pikes and Flexible Budgets in the Brewing 


ustry 
Selling Below Cost Provisions in Industries 
Accounting for Experimental -_ Developmental Costs 
Standards for Developmental and Experimental Expendi- 
tures 
Budgeting and Accounting for the Federal Government 
Proposed Bill Before House of Representatives 
(standard cost accounting) 
Setting Standards for Plating and Japanning Costs 
Direct Material Costs in Electroplating 
The “How” of Budgeting 


The Flexible B Standard Costs in a Business 


of Moderate 
Joint-Product 
Accounting for the Canning Industry 
Incomplete Budgeting 
Profit Control in a Wholesale Paper Company 
Today’s Management Problems 
Justitying Plant Investments 


September 1, 1933 


September 1 
September 15 
October 1 
October 1 
October 1 


March 1 
March 15 


March 15 
April 1 
April 1 
April 15 
April 15 
May 1 
May 1 


October 15 
October 15 
October 15 
November 1 
a? November 1 
November 15 
<a November 15 
November 15 
December 1 
F December 1 
December 1 
December 15 
January 1, 1934 
January 1 
a January 15 
February 1 
; February 1 
February 15 
a February 15 
March 1 
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TENTATIVE PROGRAM 

of the 
TECHNICAL SESSIONS 

for the 

FIFTEENTH INTERNATIONAL 
COST CONFERENCE 
in 
CLEVELAND 


on 
June 25, 26, 27, 28, 1934 


Tuesday—A. M.—June 26, 1934 
The National Industrial Recovery Act 
(a) From the Standpoint of the N.R.A. 
(b) From the ye of Trade Associations and 


Code A 
(c) tho of 


Tuesday—P. M. 


(a) “Selling Below Cost and Price Control 
b) Control of Plant Capacity and Limitation and 
Allotment of Production 


Wednesday—A. M. 
Problems in the Application of Uniform Cost Accounting 
Methods 
Natural Resources 


Manufacturing Industries 
(c) Trade and Distribution 


Wednesday—P. M. 
b) Pfoblems of Statistical Reports Under the Codes 


Thursday— 
Open Forum, for the discussion of the effect on accounting 
procedures by reason of operation under the codes, ~ 


the discussion of questions and 
prior sessions. Questions shoul in writ- 


ing during the previous aays. 


HOW CAN YOU AFFORD TO MISS IT? 
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